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THE AVIATION CORPORATION 


ANNUAL REPORT 

For the Year Ended November 30, 1938 


To the Stockholders of 

The Aviation Corporation: 

Submitted herewith are the consolidated balance sheet and consolidated statement of profit and loss for the fiscal 
year ended November 30, 1938 of The Aviation Corporation and subsidiaries. 

For the fiscal year ended November 30, 1938 net sales of manufactured products amounted to $6,373,762.26, 
compared with $3,987,362.43 for the previous fiscal year. The consolidated net profit for the year amounted to 
$187,908.82 after deduction of $57,000 for additional Federal income tax assessments covering prior years. This com* 
pares with a net loss for the previous year of $437,327.49. 

The consolidated net profit for the fiscal year ended November 30, 1938 includes a profit of $154,254.02 resulting 
from the sale of securities previously segregated in compliance with the Air*Mail Act of 1934, the net proceeds of 
which, amounting to $513,883.75, were distributed to stockholders. 

During the year The Aviation Corporation acquired the minority interest in Aviation Manufacturing Corpora* 
tion, which thereby became a wholly*owned subsidiary of this company. Also during the year the Stinson Aircraft 
Corporation was liquidated and its assets and trade name were acquired by Aviation Manufacturing Corporation. In con* 
nection with these transactions, development expenses, good will and trade names amounting to $223,322.80 were written 
off by charge to earned surplus. The business of Stinson Aircraft Corporation is being continued as the Stinson Aircraft 
Division of Aviation Manufacturing Corporation. 

During the year the entire holdings of the company in stock of Bendix Home Appliances, Inc., an unlisted security 
previously acquired at a cost of $119,560, were exchanged for 15,000 shares of Founders Stock of New York Ship* 
building Corporation. 

During the year Aviation Manufacturing Corporation purchased 2,500 shares, at a cost of $25,000, of the Aircraft 
Precision Products, Inc., a new company located in California, recently organized to manufacture aircraft parts and 
accessories. 

Other changes in the investments of the company in miscellaneous securities which occurred during the year were 
the sale of 1,500 shares of Common Stock of Barnsdall Oil Company and 200 shares of stock of Canadian Airways 
Limited. With these exceptions, the principal investments of the company remain substantially the same. 

Your company has substantial investments in American Airlines, Inc. convertible and non*convertible Debentures 
and in Pan American Airways Corporation Common Stock. American Airlines, Inc. operated at a profit for the year 
1938, and its outlook appears encouraging for the coming year. Pan American Airways Corporation suffered a de* 
cline in earnings last year, but it is believed that its business will improve during the ensuing year. The Civil Aero* 
nautics Act of 1938, now in effect, should materially benefit the air transport industry generally. 

The plants of your company’s wholly*owned subsidiary, American Airplane fe? Engine Corporation, at Farmingdale 
and Amityville, L. I., continue to be occupied under lease*purchase agreements by the Seversky Aircraft Corporation 
and the Ranger Engineering Corporation. 

Since the close of the year land and buildings occupied previously under lease by the Vultee Aircraft Division of 
Aviation Manufacturing Corporation have been purchased for $125,000, through the exercise of an option. 

Your company, through its wholly*owned subsidiary, Aviation Manufacturing Corporation, is directly engaged in 
the manufacture and development of military and commercial airplanes, aircraft engines and propellers. The Vultee 
Aircraft Division of this company enjoyed profitable operations during the past year, by reason of favorable contracts 
for the sale of military aircraft to various foreign governments. These sales, however, declined materially during the 






last quarter of the year. The Stinson Aircraft Division was adversely affected by the generally poor business conditions 
for the year, and the Lycoming Division continued to operate under very heavy expenditures for engineering and de- 
velopment. 

It is not anticipated that the manufacturing operations will be profitable during the first six months of this year, 
inasmuch as the company is currently under heavy expense in connection with the development and engineering of 
new and improved products. 

To maintain a strong position in this highly specialized and competitive industry, a continuous and aggressive 
program of development is necessary. This requirement has become even more important because of the stimulation 
which the industry is receiving from both the domestic and foreign armament programs. During the past year, there' 
fore, it has been considered necessary for your company to expand greatly its own development programs, notwith' 
standing the substantial increase in expenditures which this has involved. Our objective is to obtain new products suit' 
able for the increasing but rapidly changing markets, and to obtain these new products promptly. To accomplish this, 
it has been necessary to strengthen greatly the engineering as well as manufacturing personnel of the company. While 
heavy development expenditures are therefore continuing, these will in part be reduced upon the completion of certain 
projects, and we hope in part adequately absorbed by the increased business expected to result therefrom. It is not 
expected, however, that any beneficial results from these developments can be reflected in your company’s income before 
the latter part of the current year. 

The general offices of the company have been moved from Chicago to 420 Lexington Avenue, New York. 

The products and business of the three manufacturing divisions of Aviation Manufacturing Corporation are briefly 
described elsewhere in this report. 

By order of the Board of Directors, 

VICTOR EMANUEL, 

President. 

New York, N. Y. 

March 17, 1939. 









THE AVIATION CORPORATION 

CONSOLIDATED BALANCE 


Current Assets: 


ASSETS 


Cash in banks and on hand. 

Marketable securities, at cost (market quotations—$361,945) (see schedule attached) 
Notes and accounts receivable— 

Trade . 

Sundry (including $2,545.48 due from officers and employees) . 


Less: Reserve for doubtful items . 

Accrued interest and dividends receivable . 

Inventories, valued at cost (less provision for obsolescence), which approximates 
market (certified as to quantities and condition by the Management) . 

Total current assets . 

Other Notes and Accounts Receivable, Partly Secured (less reserve— 
$38,463.21) . 

Investments: 

American Airlines, Inc.—$3,294,300 principal amount five year 4^2% debentures, 
due July 1, 1941, at cost— 

Convertible into common stock of American Airlines, Inc. at the basic convex 

sion price of $12.50 per share (Note A) . 

Nonconvertible . 


Sundry aeronautical securities, at values determined by directors at December 31, 

1932 (market quotations—$2,537,037) (see schedule attached) . 

Sundry unlisted securities, at cost or nominal values. 


Fixed Assets, at Cost: 

Land . 

Buildings, machinery, equipment, etc.$1,745,156.90 

Less: Reserves for depreciation . 614,622.49 


Property and Equipment Leased to Others, at Values Determined by DireC' 
tors at December 31, 1932 (Note B) . 

Prepaid Taxes, Insurance, Etc. 

Deferred Engineering and Experimental Expenses (principally applicable to 
products under development) . 

Patents and Licenses, at Cost, Less Amortization.. 

Trade Name . 


$ 254,855.52 
82,561.07 


$ 337,416.59 
2,282.03 


$2,422,112.50 

872,187.50 


$3,294,300.00 

726,236.00 

29,873.10 


$ 50,400.00 

1,130,534.41 


$ 1,282,151.55 
415,640.00 

335,134.56 
64,900.86 
1,456,259.00 
$ 3,554,085.97 

294,144.59 


4,050,409.10 

1,180,934.41 

339,026.04 

57,497.36 

827,101.76 

70,391.64 

25,000.00 

$10,398,590.87 




































AND SUBSIDIARY COMPANIES 


SHEET AT NOVEMBER 30, 1938 

LIABILITIES, CAPITAL STOCK AND SURPLUS 


Current Liabilities: 

Accounts payable—trade creditors, etc. $ 173,696.17 

Accrued taxes (including income taxes) . 48,856.66 

Sundry accrued expenses . 93,954.62 

Customers’ deposits . 190,423.19 

Purchase money obligation . 42,600.00 


Total current liabilities . $ 549,530.64 

Reserve Against Properties, Leases and Contingencies (no change during year) 328,991.14 


Capital Stock, Par Value $3 Per Share: 
Authorized —5,000,000 shares 


Issued —2,831,041 shares. $8,493,123.00 

Less: Held in treasury— 53,291 shares. 159,873.00 


Outstanding —2,777,750 shares 8,333,250.00 

Surplus: 

Capital surplus (no change during year) . $4,139,883.97 


Earned surplus (deficit) since December 31, 1932— 

Balance at November 30, 1937 . $2,403,767.15* 

Add: 

Special distribution to stockholders of 18^c per share on July 
22, 1938 (representing net proceeds from sale of securities 
previously segregated in compliance with the Air Mail Act 

of 1934) . 

Write-off of goodwill and development expenses applicable 

to subsidiaries which are in liquidation or inactive. 

Writeoff of goodwill arising from acquisition during the year 
of minority interest in subsidiary . 


$513,883.75 

199,119.80 

24,203.00 737,206.55 


$3,140,973.70* 

Deduct: Consolidated net profit for year ended November 30, 1938 (per 


statement attached) . 187,908.82 

Balance at November 30, 1938 . $2,953,064.88* 


1,186,819.09 


Contingent Liabilities— (Note C) 
* Deficit. 


$10,398,590.87 


Note A: The published market quotation for American Airlines, Inc. common stock was $20.50 per share at 
November 30, 1938. If under the Civil Aeronautics Act of 1938, the conversion of this Corporation’s American 
Airlines, Inc., debentures into common stock would constitute the acquisition by this Corporation of control of 
American Airlines, Inc., ownership of the stock so acquired could not lawfully be retained without the approval of 
the Civil Aeronautics Authority. 

Note B: Assets included herein at approximately $80,000 are leased under a purchase option agreement expiring 
December 31, 1939. If the purchase option is exercised by the lessee the sales price as of that date will be approxi' 
mately $545,000 payable over a period of 17 years. 

Note C: There are outstanding miscellaneous guarantees, tax claims and lawsuits on which, in the opinion of 
counsel for the Corporation, no material liability is anticipated. 






































THE AVIATION CORPORATION AND SUBSIDIARY COMPANIES 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
For the Year Ended November 30, 1938 


Net Sales of Manufactured Products. 

Cost of Sales (excluding depreciation, amortization and taxes aggregating 
$361,830.21) . 

Gross Profit from Operations Before Depreciation, Amortization and 
Taxes . 


Other Income: 

Interest earned. $162,306.75 

Dividends received (in cash) . 142,998.00 

Income from property and equipment leased to others. 47,288.81 

Cash discounts, recoveries, etc. 33,934.02 


Expenses: 

General and administrative. $616,794.73 

Selling and advertising. 254,262.20 

Engineering and experimental (principally applicable to production during year) . . 411,101.03 

State and Federal taxes other than income taxes. 129,248.43 


Other Deductions: 

Net loss on sales of securities. $ 21,224.82 

Net loss on sales of fixed assets. 1,440.78 

Interest paid. 5,022.99 

Miscellaneous . 3,573.62 


Depreciation and Amortization of Fixed Assets 


Provision For: 

Federal normal income tax . $ 4,050.00 

Federal surtax on undistributed profits. 50.00 


Consolidated Net Profit for the Year Before Extraordinary Items Below. . 
Add: Excess of net proceeds from sale of securities previously segregated for spe* 
rial distribution to stockholders in compliance with the Air Mail Act of 1934, 
over written'down book value thereof as determined by directors at December 
31, 1932 . 


Deduct: Additional Federal income tax assessments covering prior years. 

Consolidated Net Profit for the Year, including excess of net proceeds from 
sale of securities shown above. 


$6,373,762.26 


4,896,556.41 


$1,477,205.85 


386,527.58 


$1,863,733.43 


1,411,406.39 


$ 452,327.04 


31,262.21 


$ 421,064.83 
326,310.03 


$ 94,754.80 


4,100.00 


$ 90,654.80 


154,254.02 


$ 244,908.82 
57,000.00 


$ 187,908.82 









































THE AVIATION CORPORATION AND SUBSIDIARY COMPANIES 


Number of 
shares or 
par value 
of bonds 


$ 20,100 
$ 5,000 

1,500 
3,000 
15,000 
5,000 
300 


500 

2,045 

135,194 

60,000 


November 30, 1938 


Book 

Description value 


Marketable Securities, At Cost: 

U. S. Treasury, 2^4% bonds, due 1945^7 . $ 20,100 

U. S. Treasury, 3J4% bonds, due 1944 6 . 5,100 

Barnsdall Oil Company, common stock. 43,700 

Celanese Corporation of America, common stock. 105,175 

New York Shipbuilding Corporation, founders stock. 119,560 

Ohio Oil Company, common stock. 97,075 

Paramount Pictures, Inc., first preferred stock. 24,930 

$415,640 


Investments in Sundry Aeronautical Securities, at Values De* 


TERMINED BY DIRECTORS AT DECEMBER 31, 1932: 

Bendix Aviation Corporation, common stock .. $ 5,000 

Canadian Airways, Ltd., common stock. 1 

Pan American Airways Corporation, common stock. 691,235 

Roosevelt Field, Inc., common stock. 30,000 

$726,236 


Market 

quotations 


$ 21,463 

5,482 
26,250 

67.125 
165,000 

48.125 
28,500 

$ 361,945 


$ 11,500 

2,045 
2,433,492 
90,000 

$2,537,037 






































THE AVIATION CORPORATION 


To the Board of Directors , 

The Aviation Corporation: 

We have made an examination of the consolidated balance sheet of The Aviation 
Corporation and its subsidiaries as at November 30, 1938 and of the consolidated 
statement of profit and loss for the year ended that date. In connection therewith we 
examined or tested accounting records of the Companies and other supporting evidence, 
and obtained information and explanations from officers and employees of the Conv 
panies; we also made a general review of the accounting methods and of the operating 
and income accounts for the year, but we did not make a detailed audit of the 
transactions. 

In our opinion, based upon such examination, the accompanying consolidated 
balance sheet and related consolidated statement of profit and loss fairly present, in 
accordance with accepted principles of accounting consistently maintained by the 
Companies, their consolidated financial position at November 30, 1938 and the results 
of their consolidated operations for the year ended that date. 

Arthur Young & Company. 


New York, N. Y. 
February 23, 1939. 






THE AVIATION CORPORATION 


The principal assets of The Aviation Corporation are as follows: 

(1) Aviation Manufacturing Corporation, a wholly'Owned subsidiary. 

(2) An investment of $3,294,300 in A/i% Debentures, due July 1, 1941, of American Airlines, Inc., of which 
$2,422,112.50 are convertible into Common Stock at $12.50 per share, and $872,187.50 are nonconvertible. 

(3) 135,194 shares or 9.74% of the outstanding Common Stock of Pan American Airways Corporation. 

The Aviation Corporation also owns all of the Capital Stock of American Airplane &? Engine Corporation, which 
owns aircraft and engine factories and land at Farmingdale and Amityville, L. I., occupied under lease'purchase 
arrangements by the Seversky Aircraft Corporation and the Ranger Engineenng Corporation. 

AVIATION MANUFACTURING CORPORATION 

The business of this company comprises three operating units: 

Vultee Aircraft Division at Downey, California 
Stinson Aircraft Division at Wayne, Michigan 
Lycoming Division at Williamsport, Pa. 

Vultee Aircraft Division specializes in the manufacture of albrnetal military airplanes. Its business has been largely 
for export and the well'known Vultee Bomber has been sold to a number of foreign countries, including China, Turkey, 
Brazil and Russia. 



The Vultee YA'I9, all metal, low'wing monoplane, powered by a “ Twin'Wasp", 14 cylinder radial engine, is 
a new type of three'place attac\ plane recently purchased by the U. S. Army Air Corps. 

This division is now engaged in manufacturing seven attack planes for the United States Army Air Corps, the 
first of which has been delivered. Vultee is participating in several design competitions of the U. S. Army Air Corps 
and the U. S. Navy's Bureau of Aeronautics. 

The Vultee plant is well equipped with modern machinery for efficient manufacturing. Its engineering, designing and 
manufacturing staff has been greatly strengthened during the year with personnel of outstanding ability and reputation. 

The present Vultee export models, known as the V'll and VT2, are favorably recognized for their excellence of 
construction and performance. In addition, the YA'19, recently purchased by the U. S. Army Air Corps, is said to 
be the largest and fastest single'engine attack airplane produced to date. 
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The Vultee Aircraft factory at Downey, California (Los Angeles County) as seen from the air. 

This division has recently completed the development of another model, known as the AB2, which has greater per' 
formance than previous models. This increased performance is obtained by refinements of design and construction such 
as flush rivets, butt joints, retractable tail wheel and additional power. Other projects now under development it is 
hoped will make it possible for this division to participate in several classes of military aircraft and broaden its oppor* 
tunities for obtaining both foreign and domestic business. 

Stinson Aircraft Division. The Stinson Aircraft Division continues to be the leading manufacturer of 4' 5 place pas' 
senger cabin airplanes; more than 1,200 Stinson airplanes of this type have been produced since the first Stinson was 
originally designed. 



The Stinson Reliant for 1 939 in addition to offering more speed and payload, has been completely restyled 
with luxurious cabin interiors, setting a new trend for smartness. 




















An airview of the Stinson Division of Aviation Manufacturing Corporation at Wayne, Michigan, 20 miles southwest 
of Detroit. A landing field suitable for operation of multi'motored equipment is adjacent to the factory site. 


The 1939 Stinson Reliant is the result of constantly improving a basic design, each change being based not on sales 
innovations but on actual experience gained in the field on previous types. 

In addition to their most popular use by private owners and commercial operators, Stinson airplanes are perform' 
ing a wide variety of duties in practically every section of the world, for business men, overseas customers, city, state. 



The Stinson “ 105 ”, a new three place cabin plane built for a new market, at a new low price, has set new 

standards in luxury and performance. 




















federal and other government agencies. Six of the major air lines in the United States, including Pan American, Ameri' 
can, Eastern, Braniff, Northwest, and Chicago 6? Southern, have purchased Stinson Reliants for blind flying instruction 
of pilots or other purposes. 

The 1939 model 5'place Stinson Reliant, known as the SR'11 Series, is a high'wing, single'motored cabin monoplane 
available with a choice of Lycoming engines ranging from 245 to 300 H.P., as well as with Wright and Pratt 6? Whitney 
engines of larger horsepower. The planes are sold as land planes on wheels or skis, and as seaplanes on pontoons. This 
year's model has increased speed and greater pay load and has been greatly improved in appearance, both exterior and 
interior. 

While Stinson for many years has been the leading producer in its field, the company, in order to reach a still 
broader market, has developed a small 2*3 place high'wing monoplane. This plane will be placed on the market in a 
short time to fill the need for a plane of this type in the field between the light low'priced class, which has become 
so popular, and the larger comparatively high'priced cabin planes. This plane will be in every sense a crosscountry 
airplane and built to the same rigid quality standards as the Reliant. 

The Stinson Division recently entered a United States Army Air Corps design competition for Liaison observa^ 
tion airplanes, in order to attempt to supplement the purely commercial market for its products. While the earnings 
of this division have been seriously affected by business conditions for the past year, it is expected that the more 
diversified line of products should result in improvement of earnings for the coming year. 



The Lycoming R'680 nine cylinder radial aircooled engine in production at the Lycoming Division. This 
engine has approved ratings, ranging from 22 5 to 300 h. p. 

Lycoming Division manufactures the welLknown Lycoming radial aircraft engines which have an enviable reputation 
for reliability, economical operation and low maintenance cost. This engine for a number of years has been used on 
transport and private planes and as standard equipment on U. S. Army Primary Trainers. 

The Lycoming R'680 engine is a 9'cylinder radial aircooled engine, and has approved type certificates for a va' 
riety of ratings, ranging from 225 to 300 horse power. 

The Lycoming R'530 engine is similar to the R'680 except that it is a 7 cylinder engine with lower horse power 
ratings from 190 up to 220. 

A 50 H.P., 4cylinder, horizontally opposed Lycoming engine, designed for use in light planes, was placed on the 
market recently and has been favorably received by light plane owners and manufacturers. This engine provides a 
modern 50 H P., aircraft power plant within the economic reach of those who want to fly their own light airplanes. It 
brings Lycoming reliability to the light airplane field at low cost. 

This division has under development a liquidcooled aircraft engine of high horse power for the United States 
Army Air Corps. 

The development of hollow steel propeller blades by the Lycoming Division is progressing satisfactorily. A small 
number of these blades of large size are being manufactured experimentally under contract with the United States Army 
Air Corps. It is expected that the manufacture of these blades for commercial as well as military purposes can be 
placed on a production basis before the end of the year. 















